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Key messages

The vast majority of people in Addis Ababa walk or use
public transport to get around. As the city’s built-up area has
more than quadrupled inrecent decades, however, residents
have needed to travel ever-longer distances, and that hasled
them to rely more and more on motorised transport includ-
ing taxis and private vehicles.

Due to high import duties, cars in Ethiopia are very
expensive, mostly old and in poor condition, which has
implications for safety and air quality. Still, the number of
cars on the roads has grown rapidly —and more than halfthe
1.1million vehicles in Ethiopia as of 2019 were registered in
Addis Ababa.

The key to slowing that growth is to provide a viable
alternative for people who can afford to buy a car (or to
regularly hire taxis, which also congest the roads). An option
that could fill that niche is a digital van service, as already
offered in several cities around the world. Case studies in
Kenya, India, Finland and Germany show these services can
be attractive to private car users, but there are trade-offs
between convenience and cost-effectiveness, and several
regulatory issues have arisen as well.

A scoping survey conducted for the Task Force in early
2020 found two-thirds of existing car owners and almost
half of aspiring car owners who responded would be willing
to try a digital van service for at least some of their travel
needs. The survey found considerable dissatisfaction with
existing public and private options, and thus demand for a
reliable, eco-friendly, flexible and cost-effective alternative.

If Addis Ababa wants to make the most of a digital van
service, itis crucial to integrate its development with
broader mobility improvements in the city. Through careful
route selection, data-sharing, and the development of
multimodal transport hubs, digital van services could be
used to complement and extend the reach of public trans-
port, making it easier to avoid driving.

Public policy also has a key role to play in incentivising
the use of digital vans, such as through congestion pricing.
Cancelling planned parking structures and imposing
parking fees could also help. Existing requirements for
off-street parking should be lifted, and instead, developers
should be encouraged to offer free or subsidised public
transport, including digital van service.

Addis Ababa Urban Age Task Force

The purpose of the Addis Ababa Urban Age Task
Force (AAUATF) is to support the City of Addis Ababa
in advancing its strategic development agenda. The
Task Force's work builds upon the Addis Ababa City
Structure Plan (2017 -2027), exploring opportunities
for compact and well-connected urban growth that
can be delivered through integrated city governance.

In addition to advisory activities and capacity building,
it identifies strategic pilot projects to address complex
urban challenges around housing, urban accessibility,
green and blue infrastructure, and urban governance.

The AAUATF is a partnership between the Addis
Ababa City Plan and Development Commission
(AACPDC), LSE Cities at the London School

of Economics and Political Science, the Alfred
Herrhausen Gesellschaft and the Deutsche
Gesellschaft fUr Internationale Zusammenarbeit (G1Z)
GmbH.
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1. Context

Addis Ababa is a fast-growing city. Its population — 3.7 mil-
lion as 0f 2018, by official estimates' —is increasing by about
3.8% per year,?driven by migration from rural areas. Abuzz
with construction and urban redevelopment projects, Addis
Ababa is also expanding physically. Its built-up area more
than quadrupled from 1984 to 2014, from 80 to 341 km?;
from2003t02014 alone, it grew by 78%.3

For the people who live and work in Addis Ababa, the expan-
sion of the urban footprint has created significant mobility
challenges. Some —mainly the poorest —still live in very
densely settled areas in the city’s core and walk anywhere
they need to go; by the latest estimate, 54% of trips in Addis
Ababa were completed on foot.+ Yet in recent years, new
housing has been built mainly on the city’s edges, often far
from jobs and vital services and amenities. Walking is thus
no longer an option for many trips, and public transport,
used for about 31% of'trips in the city, is widely recognised
asinadequate.

The City of Addis Ababa and the Ethiopian government are
actively working to improve public transport as well as infra-
structure for pedestrians, who face dangerous conditions on
most of the city’s roads and are disproportionately affected
by road crashes. However, those who can afford to travel by
car increasingly do— either driving their own, or using taxis,
including from digital ride-hailing services such as Ride,
Feres and ZeyRide, Ethiopia’s versions of Uber.

Asaresult, the number of vehicles has been rising rapidly.
Asofmid-2019, a total of 596,084 vehicles were reportedly
registered in Addis Ababa,’ an almost 40% jump from the
426,500 reported in 2015. More than half'the 1.1 million
vehicles registered in Ethiopia were in Addis Ababa, and the
country imported 135,457 vehiclesin fiscal 2019 alone.” High
import duties make cars very expensive, so most vehicles
are old and in poor condition,® and thus less fuel-efficient,
more polluting and less safe than newer cars.

Addis Ababa and Ethiopia still have very low motorisation
rates by global standards,'® and during the COVID-19 pan-
demic, car imports have plummeted.” Still, the long-term
trend is clear, especially with car ownership so concentrated
in Addis Ababa: ever-more congested roads, with impli-
cations for economic productivity, the environment, and
human well-being.*?

Addis Ababa urgently needs new transport solutions that
enable people to move efficiently across the city without
driving or hiring private cars. This briefing paper, based on
research conducted by Ethiopian and international experts
for the Addis Ababa Urban Age Task Force, explores one
option: avan service that can be hailed digitally, like the
newer taxi services, butis less costly and more efficient and
eco-friendly.

After providing an overview of Addis Ababa’s current trans-
port services, the paper describes some of the digital van
services that have been offered around the world. It then

presents the results of a scoping survey that found signifi-
cant potential demand for such a service in Addis Ababa.
Afinal section discusses considerations for the design of a
digital van service, based on conditions in the city.

2. Mobility options in Addis
Ababa today

The expansion of Addis Ababa’s urban footprint has made
improving transport infrastructure a top priority in the city,
including through a new light rail transit (LRT) system, a
planned bus rapid transit line (BRT), a new non-motorised
transport strategy, and a US$300 million project with
multiple components financed by the World Bank. All this
means that people in Addis Ababa have a growing range of
travel options, but public transport is still very limited.

As shown in Figure 1, by far the most widely used mode of
public transport is minibus taxis, accounting for almost 80%
of trips (excluding LRT).# The minibuses, which have regu-
lar routes, can seat about 15 people each and cost about 1.5-6
Birr per trip, depending on the distance travelled. Thirteen
private companies operate about 9,000 minibuses across
the city.

In addition, more than 400 mid-size Higer buses (“midi-
buses”) operate on 37 routes across Addis Ababa, mainly

on major roads, with about 700,000 passenger-trips per
day.*® The City itself runs two bus services: the Anbessa City
Bus Service Enterprise, with almost 700 buses and more
than 300,000 passenger-trips per day, priced atjust1.60
Birr for trips up to 10 km,” and the Public Service Transport
Enterprise, which government employees canride to and
from work free of charge, and the general public can pay
touse during off-peak hours. Finally, there is the more
comfortable, air-conditioned Sheger Express bus service,
with more than 200 buses providing about 198,000 passen-
ger-trips per day.

Figure 1. Composition of public transport trips
(excluding LRT), 2019.%
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Figure 2. Key transport options in Addis Ababa. Left: minibus taxis; middle: Anbessa buses; right: LRT.

Figure 3. Minibus taxi (left) and Anbessa bus (right) routes relative to the distribution of housing

in Addis Ababa.
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The LRT, launched in 2015, spans 34 km on two lines, one
east-west and one north-south. The trains currently provide
more than 120,000 passenger-trips per day, with the great-
est ridership on the north-south line. The fares are 2 Birr for
trips up to 4 km, 4 Birr for 4-6 km, and 6 Birr for longer trips.

Finally, the City has been developing a BRT network since
2015, with 15 potential lines identified across the city.
Construction on the first two corridors beganin2021and
was expected to take two years, with additional lines to be
built within a decade.*® The first BRT route alone is expected
to serve an initial volume of' 5,400 passengers per hour

in each direction.” The social and economic impacts are
expected to be considerable, as the corridor passes through
alow-income, densely populated area.

Despite efforts to improve public transport, the services
available in Addis Ababa fall far short of local residents’
needs. There are long queues during peak hours, buses are

=== Minibus Taxi route ., -

Housing units 'x__ . =

crowded, many bus stops lack adequate weather protec-
tion and lighting, network coverage is inadequate, many
vehicles are of poor quality and uncomfortable, there is too
little attention to last-mile connectivity, and land use and
housing development policies have not been properly inte-
grated with transport planning. Figure 3 shows the minibus
and Anbessa networks overlaid with housing, highlighting
significant coverage gaps.

Recognising the urgency of the situation, the City has
reportedly rushed to expand the bus fleet, with plans to
import some 3,000 buses within two years.? Still, given the
limitations of existing public transport offerings, it is not
surprising that private cars are the most attractive choice for
those who can afford them. A carefully designed, well-man-
aged digital van service tailored to that demographic could
thus fill a critical gap and potentially help to slow the prolif-
eration of private cars.



3. Digital van services around
the worid

The Urban Age Task Force examined four examples of
digital van services: the Kutsuplus system set up by the
public transport authority in Helsinki, Finland; private bus
aggregators in India; the private aggregator Swvl in Nairobi,
Kenya; and MOIA, a private digital van service operated in
partnership with the public transport operator in Hamburg,
Germany.

Public model: Kutsuplus, Helsinki

Launched in late 2012, Helsinki’s Kutsuplus was one of the
world’s first fully automated, demand-responsive public
transport systems, developed by the Helsinki Regional
Transport Authority. Riders used their smartphones to
bookrides, sharing nine-seat vans with others goingin
roughly the same direction (however, a study found that
inmore than 90% of cases, the vans had only one or two
passengers, so the average occupancy rate was just 14.1%).2
The fares were subsidised, higher than for public transport,
but lower than for taxis. The service was available within
about a 9 kmradius of the city centre.

By 2015, Kutsuplus had more than 32,000 registered users,
more than half of whom owned at least one car, but still liked
the vans for their convenience. However, the small fleet size
resulted in long passenger wait times. Sharing rides also
meant longer journeys. Given the high cost of subsidies, the
government ended operations in late 2015, with the aim of
possibly developing a new service in the future.

Private model: Bus aggregators in India

Several bus and van aggregator start-ups have emerged in
India inrecent years, offering an alternative to crowded,
uncomfortable public transit or driving. Rather than owning
bus fleets, they are typically intermediaries, enabling people
touse apps to book seats on buses along fixed routes. In 2015
alone, more than a dozen companies launched bus aggrega-
tion services in Indian cities.?

The bus aggregator Cityflo bills itself as a premium bus ser-
vice for corporate professionals, used by more than 8,000
people every day to travel to and from 11 business hubs in
Mumbai— and now six in the New Delhi region as well.
Another service, ZipGo, which operated in a half-dozen
major Indian cities and raised tens of millions of dollars in
capital, shutdownin2019.»

Shuttl, which attracted US$120 million in equity capital,
toutsitselfas a stress-free way to commute —and a good
option for women, who often do not feel safe on public
transport.2 A2020 study found that in the Delhi area alone,
Shuttl avoided about 14,000 tonnes of CO, emissions per
year.” Shuttl grew to provide about 100,000 rides daily

on 2,000 busesin several major Indian cities aswell asin
Bangkok, but was devastated by the pandemic.?® It survived
by selling itself'to Chalo, which runs an app for tracking
buses and buying digital bus tickets.

Bus aggregators in India have encountered some regula-
tory challenges, as they typically operate under “contract
carriage” licenses under the Motor Vehicle Act, which only
allows them to carry passengers between a defined origin
and destination, without stops. In several cities, bus aggre-
gators have been perceived as direct competitors to city
buses, and thus faced opposition. However, the 2020 study
of Shuttl found that §1% of users in Delhi had switched from
driving, not buses - though 29% had switched from riding
the metro.? Because bus aggregators offer a different type
of service and target more affluent users, however, they do
not compete with public buses.

Private model: Swvi, Nairobi

Swvlis a Cairo-based digital bus aggregator with operations
in Egypt, Kenya, Brazil and Pakistan. In Nairobi, it operates
an app-based service on fixed routes and schedules, using
vans and small shuttle buses.’® Prior to the pandemic, the
company reported some 500,000 boardings per month and
said some of’its passengers owned cars.

Swvl fares in Nairobi are about US$2-3, higher than for the
widely used matatus (privately run, informal minibuses),
but lower than for app-based taxi services. The fares are col-
lected in cash or through a mobile-based payment service
known as M-Pesa. Riders can track the buses on their app
and request a pick-up at the nearest stop. However, if pas-
sengers are not available, drivers sometimes spend a lot of
time searching for new customers and are not able to adhere
tothe assigned schedule.

The company partners with vehicle owners, who employ the
drivers and are paid based on the number of trips completed
by each vehicle. Swvl sets standards for the vehicles, includ-
ing an import date cut-off (a proxy for the age of the vehicle)

and license requirements.

The platform has faced regulatory uncertainty and oppo-
sition from some in the matatu industry. Swvl and another
operator were temporarily suspended by Kenya’s National
Transport and Safety Authority in November 2019 for
failing to comply with a requirement that public transport
operatorsjoin cooperatives known as “saccos”. Swvl now
partners with vehicle owners who are already part of regis-
tered saccos. This has enabled Swvl to access regular public
transport stops and terminals.

Hybrid model: MOIA, Hamburg

MOIAis a “ridepooling” service launched in Hanover,
Germany, by the Volkswagen Group in July 2018. In April
2019, MOIA launched what it called “the largest all-elec-
tric ride-sharing service in Europe” in Hamburg,* with the
support of Hamburger Hochbahn, which operates the city’s
metro system and many of its buses.

MOIA in Hamburg started with 100 vans, with a plan to
expand to 500 vans within a year (service has been sus-
pended for some periods due to pandemic restrictions,
however). Users can book their rides on an app, selecting a
virtual stop for pickup and another for dropoff. The fares are



dynamic, ranging from €5 to €10 depending on distance,
time of day and other factors. Hamburger Hochbahn sees
MOIA as part of alarger effort, called “Switch”, toincrease
public transport ridership by expanding users’ transport
options.

A survey of more than 11,000 MOIA users in Hamburg
found that 72% had access to at least one car in their house-
hold, and 73% used multiple modes of transport per week,
including private cars.® Only 9% of users based in Hamburg
reported using it at least once per week, however, while
almost half'used it one to three times per month, and the
rest, even less. (Another analysis found the vans had no
passengers on 40% of trips.) Still, the survey-based study
concluded that MOIA “is an attractive option for transporta-
tion users with high car usage and ownership rates”.

4. Insights and challenges for
Addis Ababa

The case studies show that digital van or bus services can be
successful, and high-quality services can even persuade car
owners torideshare for at least some trips. There are trade-
offs between flexibility and cost-effectiveness, however:
Services on fixed routes are more efficient but less conve-
nient, while those with flexible pickup and dropoff options
have much higher operating costs and tend to underuse
vehicles.

Another issue highlighted by the case studies is competition
with other public transport providers —real and perceived.
Partnering with a public transport authority, and perhaps
piloting digital van services around LRT or BRT lines in
particular, can help ensure that the vans complement
existing public transport systems, not undermine them.
Collaboration could also facilitate data-sharing and enable
the government to optimise the city’s overall transport
system.

The case studies also show that existing legal frameworks
are often inadequate for guiding the regulation of digital
van and bus aggregators, and this can limit options and

lead to conflicts. Addis Ababa has no “ridepooling” or bus
aggregation services yet, but regulatory issues with digital
taxi services. There are as many as 20 such companies in the
city -from Ride, by far the largest, with more than 10,000
vehicles; to ZeyRide, with about 5,000 vehicles; to smaller
companies with a few hundred vehicles, including the all-fe-
male Seregela. Most operators accept bookings through
both an app and a call centre. Some taxi companies in Addis
Ababa are service aggregators, while others operate their
own fleets.

After digital taxi aggregation services were introduced

in December 2016, the Addis Ababa Transport Authority
(AATA) directed them to register as transport providers
and to ensure that all of their vehicles had public service
license plates. The companies sued, arguing that they are
technology providers, taxed accordingly, and not subject to

regulation by the AATA. The agency counters that it has full
right and responsibility to regulate any transport-related
services. Several lawsuits are still pending in court.

Along with unresolved regulatory issues, there are techni-
cal hurdles to overcome in expanding app-based services.
First of all, smartphone use is still limited; taxi aggregators
in Addis Ababa receive many of their requests through call
centres. More widespread use of apps would reduce oper-
ating costs. However, limited internet connectivity in the
city could hinder online bookings and restrict the extent
towhich digital van services can respond to changes in
demand patternsin real time.

Enabling electronic payments is another key task. Most
users of digital taxi services in Addis Ababa pay in cash,

but on higher-capacity minibus services, accepting cash
payments would require extra staffing. Operators could
explore the use of an electronic wallet system where cus-
tomers could load money to pay for multiple rides, or adopt
an existing online payment system, as in Nairobi. Finally,
requirements for off-street parking should be lifted in cases
where developers offer free or subsidised public transport,
including digital van service.

5. Is there demand for a digital
van service?

The case studies suggest that, given the costs and techno-
logical demands, a digital van service in Addis Ababa might
be likeliest to succeed if it targeted relatively afluent people
who can afford cars, but could choose to drive less, not
purchase a vehicle, or ridepool instead of taking a taxi. This
is only a fraction of the city’s population, but a critical one if
Addis Ababa wants to slow the growth of private car use.

In order to understand current attitudes towards different
transport modes, the Task Force conducted a scoping sur-
vey in January-April 20203 with 134 respondents who were
either car owners or planning to purchase a car. The goal
was to establish a survey platform that could be scaled up at
alater point to inform the design of a potential digital van
service pilot.

Respondents were asked which modes of transport they

use most every day; 50% said private; 13% said minibuses.
Public taxis were widely used, but digital taxis, signifi-
cantly less so. None of the respondents used the LRT most,
perhapsreflecting its limited range. Asked which mode they
prefer, 43% identified private cars, followed by digital taxis
and city buses (Figure 4).

Given a list of reasons why they might like to use private
cars, both current and prospective car owners agreed most
with the statement “Ican reach destinations that are most
important to me by car,” suggesting that greater mobility
is a key factor. Safety from harassment and crime and not
having to wait long for public transport were the two other
top reasons chosen.



Figure 4. Modes of transport used and preferred by survey respondents.
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The statement respondents disagreed with most was “Itis driving while also enabling users to reach the destinations
important to me that Idonot have to share my carwithany-  thatare important to them. With regard to taxis, the most
body.” This suggests that privacy or disinterest in sharing agreed-upon statements were that they enable users to
rides is not a major motivation. reach allimportant destinations; that they are flexible;
Conversely, when asked about buses, the most agreed-upon and th?t they give users time to do something else while
.. travelling.
statements were that they are cheaper than driving, that
the wait times are long, and that they are more environ- Asked specifically whether they digital vans and ridesharing
mentally friendly. On the LRT, respondents agreed most “may be something I could enjoy”, 69% of respondents
with statements about the low costs and environmental agreed; 60% also believed that it “may be easy for me”.
benefits, and with the statement “I would be very limited Asked specifically whether they would be willing to try a
iftravelled only by LRT.” With both buses and LRT, the digital van service, 65% of car owners and 47% of non-own-
most disagreed-upon statement was “Ican organise myday  erssaid yes (Figure 5). This suggests that non-car owners
flexibly” when using the service. maintain an idealised view of car ownership, while car own-

ers may be more cognisant of the costs and inconveniences,

Minibuses, meanwhile, were perceived as cheaper than .
and thus more open to a new option.



Figure 5. Car owners’ and non-owners’ willingness to try a digital van service.
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Given the potential cost of a digital van service, users’
willingness to pay is a key factor. Asked what share of their
netincome they would be willing to spend on transport, car
owners were generally more open to spending a larger share
than non-owners, though large shares of both chose “up to
5%” or “5-10%”. Asked whether they would sell their cars if
adigital van service were available, most car owners said no,
instead suggesting they would use the service for specific
trips, while maintaining the ability to drive when travelling
with elders or children or to areas within or outside Addis
Ababa that are not served by other transport modes. All this
is consistent with usage patterns seen in the case studies.

Afinal key consideration is whether potential digital van
service users have the technologies they would need: 98%
of the respondents owned a smart device, but among them,
only 49% used mobile data. Notably, although the survey
indicated that very few respondents use digital taxis as their
main means of transport, 70% expressed interest in using
existing services, such as Ride, and future offerings. The
survey also showed interest in environmentally friendly
transport options.

6. Envisioning a digital van ser-
vice for Addis Ababa

Road congestion, air pollution and traffic crashes are daily
occurrences in Addis Ababa, and the rapid proliferation of
private cars is exacerbating those problems. Inresponse,
the City has taken several steps to improve public transport
service. The Task Force’s initial analysis suggests that a dig-
ital van service could be a valuable part of those efforts and
reduce the perceived need to drive or take taxis.

In particular, a system of demand-responsive vans hailed
with an app could extend the reach of the public transport
system and enable people to travel safely and comfortably
to their destinations without driving. The dramatic growth
in digital taxi services in recent years shows demand is

M Yes No M Maybe

Non-Car Owners

2,

there; however, these taxis typically carry only individual
passengers, and they are increasing congestion. A digital
van system would be more efficient, while still offering a
high-quality service that attracts private car users.

An analysis for the Task Force identified several basic
principles the government should consider when managing
digital van service in Addis Ababa .’ First and foremost, it is
crucial to integrate the development of digital van services
with broader mobility improvements in the city. Through
careful route selection, data-sharing, and the development
of shared facilities, digital van services could be used to
extend the reach of public transport —so, for instance, LRT
riders could hail a van from the station to their homes, and
people who currently have no easy bus or LRT access can
use the vansinstead. Integrating payments systems and
including digital vans in public transport trip planning apps
would also help. The goal is to ensure that digital vans can be
used seamlessly with other public transport modes.

Public policy should also incentivise the use of larger and
high-occupancy vehicles, such as through congestion pric-
ing, and also consider incentives for the use of cleaner, more
fuel-efficient, or even electric vehicles. Parking fees and

the replacement of parking structures with public transport
hubs could also help. Existing requirements for off-street
parking should be lifted, and instead, developers should

be encouraged to offer free or subsidised public transport,
including digital van service.

Itis also crucial to ensure passenger safety, with transpar-
entincident reporting systems. In addition, high emissions
standards should be set for the vans-Euro 3 or better—and
electric vans should be considered, as they would further
reduce greenhouse gas emissions and air pollution.

Digital ridepooling and bus aggregation services are emerg-
ing in many cities around the world, including in Africa.
Rather than waiting for the market to bring them to Addis
Ababa, the City has a chance to actively design a service that
meets local needs and complements existing options.
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